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1. SUMMARY: THE EC EINDS THE US COUNTER-PROPOSALS (SEE REE A) ON 

THE GENTLEMEN'S AGREEMENT TO BE UNACCEPTABLE. CONSEQUENTLY IT HAS 
CANCELLED ITS MEETING TO DISCUSS THE SMITH/LOWE PROPOSALS. THE 
EC CURRENTLY PLANS NO FURTHER DISCUSSIONS OE A POSSIBLE AGREEMENT 
BECAUSE IT BELIEVES THE NEGOTIATIONS ARE AT A VIRTUAL IMPASSE. 

END SUMMARY. 

2. THE EC ON JULY 2 DECIDED TO MOVE UP TO JULY 7 ITS TENTATIVE 
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EXPORT CREDIT WORKING GROUP MEETING TO DISCUSS THE LOWE/SMITH 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


AMENDMENTS TO THE ERG COMPROMISE PROPOSAL ON THE EXPORT CREDIT 
GENTLEMEN'S AGREEMENT (SEE REES B AND C). US OFEICIALS IN 
WASHINGTON INFORMED DEREK SMITH OF UK ECGD OF THE US COUNTER- 
PROPOSALS. SMITH THEN SENT A MESSAGE TO KEY EC EXPORT 
CREDIT OFFICIALS REPORTING THE SUBSTANCE OF THE US COUNTER- 
PROPOSALS. THE MISSION HAS OBTAINED A COPY OF THIS MESSAGE 
AND ITS DESCRIPTION OF THE US COUNTER PROPOSALS MATCHES THOSE 
CONTAINED IN REF A INSTRUCTIONS. (WASHINGTON MAY WISH TO REPEAT TO 
ADDRESSEES WHO HAVE NOT YET RECEIVED IT.) 

3. SMITH'S MESSAGE INDICATED THAT HE FOUND THE US COUNTER- 
PROPOSALS TO BE "TOTALLY UNACCEPTABLE" AND CONSEQUENTLY HE 
RECOMMEDNED THAT THE EC CANCEL THE JULY 7 MEETING. SMITH 

AND ARCHIBALD OF EC COMMISSION THEN CONTACTED APPROPRIATE MEMBER 

STATE OFFICIALS WHO, ACCORDING TO ARCHIBALD, UNANIMOUSLY 

AGREED WITH SMITH'S CONCLUSIONS. THE ITALIAN CHAIRMAN OF 

THE EC EXPORT CREDIT COMMITTEE CANCELLED THE MEETING. IN 

VIEW OF US COUNTER-PROPOSALS, ARCHIBALD SAYS ADDITIONAL PROGRESS 

IN THESE NEGOTIATIONS IS NOT POSSIBLE THIS SUMMER, AND 

EC WORKING GROUP HAS NO CURRENT PLANS TO DISCUSS THIS SUBJECT 

FURTHER. SHE SAYS THE EC BELIEVES THE NEGOTIATIONS ARE AT AN IMPASSE 

AND ANY FUTURE PROGRESS IN THIS MATTER WILL DEPEND UPON THE US 

PUTTING FORWARD ADDITIONAL WRITTEN PROPOSALS FOR THE EC'S 

CONSIDERATION. 

4. ARCHIBALD'S PERSONAL ASSESSMENT IS THAT THE US COUNTER- 
PROPOSAL ESSENTIALLY RETURNS THE NEGOTIATIONS TO THE POINT 
WHERE THEY BEGAN 18 MONTHS AGO. SHE TAKES EXCEPTION TO THE 
THREE COUNTER-PROPOSALS TO EXTEND AFTER CONSULTATIONS, THE 
MATURITY PERIODS OF EXPORT CREDITS. IN SMITH'S AND ARCHIBALD'S 
OPINION, THE COUNTER-PROPOSAL TO EXTEND TO 15 YEARS THE 
FINANCING FOR PROJECTS EXCEEDING $200 MILLION OF EXPORTS 
VIRTUALLY ELIMINATES THE POSSIBILITY OF AN AGREEMENT. SHE 
REPORTS THAT THE EC IS UNITED AGAINST THE US COUNTER-PROPOSAL. 

THERE IS LITTLE PROSPECT NOW OF MARSHALLING EC PRESSURE 

TO ENCOURAGE THE FRENCH TO TAKE A MORE FLEXIBLE POSITION, 

ESPECIALLY ON MINIMUM INTEREST RATES. 

5. A MISSION OFFICER RESPONDED THAT LIMITS ON MATURITY 
PERIODS COULD NOT BE DIVORCED FROM THE US DESIRE TO RAISE THE 
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MINIMUM INTEREST RATE. THE TWO ISSUES WERE LINKED TOGETHER AND 
TO OBTAIN FORWARD PROGRESS THE EC SHOULD ALSO BE EXPECTED TO 
TAKE A MORE FAVORABLE POSITION THAN THE FRENCH SUGGESTION (SEE 
REF E). ARCHIBALD SAYS THE COMMISSION MAY MAKE REPRESENTATIONS 
TO WASHINGTON AGENCIES TO INDICATE ITS ADVERSE REACTION TO THE 
US COUNTER-PROPOSALS. SHE AGREED THAT SUCH DISCUSSIONS SHOULD 
BE CARRIED OUT IN PRIVATE AND IT WOULD BE COUNTER-PRODUCTIVE 
TO BEGIN BICKERING IN PUBLIC OVER OUR DIFFERENCES. 
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